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SECTION 1 {SOVIET)

USSE, Reporied Eeomomic Difficulties in the USSR Resulting from the Korean
War Not as Yet in Evidence., An analysis of the impact of the Korean War on
the internal sitwation of the USSR, particularly the econdmy and trans—
portation system has been made iy Soviet refugee in Munich, The report finds
"sericus” economic disloeations in the USSR owing to the unplanned for
protraction of the war, This has caussd the exhaustion ¢f those supplies
in the Far East accwmmlzted for the specific purpose of a short war, This
exhaustion, togetuer with the alse unenvisaged burden of supplying the
Chinese armies now engaged has produced critical shortages as far West as
the Moseow arsa, The rsport concludss that while a profound erisis embrace
ing the entirs sconomy is not now reflected, there are at present indi-
cations of diffiealties in the inlernal économy as a resuli of the war,
o COMFENTs Sems of the shortages and eritieal
situations mentionsd are coniradicted by available evidenes, while others
seem stiributable more tc the pressat state of the scomomy rather than
the Korsan war im partieuler, However, should the extent of USSR aid to
the Chiness and Nerth Koreans signifisantly inerease, a situation such as
the repori envisages might well result, In such 2 case, some evidence will
probably be avalizble tc the Embassy psrsonnel in their day-to-day obser-
vation of the Moseow area,

Bumored Repurt on Scviet Intentlons Towards Tran, Authoritative sources
in Beriing; ascordiing to AP, havs reported that the Soviel Ambassador to
East Germamy, Gregory Pushkin, advised Gérmasn Commnists at a top sscret
meeting that the USSR will "resist® injection of foreign troops into the
Iranian oil erisis, (W FIT, (AP}, 25 May 51), COMMENT 2 During the past
week, rumorsg have eropped up stating that the USSR had offered to intere
vene in Northesn Iran in case of UK troop landings in the southern oil
area, while other rumors have besn eirculated that Moscow would give Iran
all possible support in keeping its independence showld UK troops land,
short of sending Soviet troops into Northeérn Iran, A%t the end of April,
the Soviet Ambsssador to Tran reportedly intimated 4o interested countries
(the UK and Iran) that the USSR was hardly 1ikely %o intervene should UK
troops b landed to maintain order, (See O/CI Daily Digest, 26 Apr 51),
The reported stetemént by Pushkin mersly contimss Mescow'!s equivocal
‘policy eoncerming Seviet intentions umier the terms of the 1921 Soviete
Iranian Tresty, '

Report on inar viet Ireparaticns for Providing 0il Tecks
nicians o Tras the Soviet
oil administration (SMV) In JAustria is récruiting interested SMV teche
nicians for use in the Iranian oll fields, The plan is reportedly to send
about 30 sueh technicians, who under the scheme would sign 2 or 3 year

contracts and recsive high salaries, Questiommaires are now on file in
SMV officea for those imterested, (S o
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COMMENT s There is no confirmation that the USSR has taken any such steps,
nor any confirmation of roeent rumors that they have offered techmical
aid to the Iranian Covermment, However, the USSR would be remiss in not
preparing for any eventuality that would lead them nearer to their aims
in Iran including a possible Iranian request for technical aid in the
foture, It is not unlikely, therefore, that Mosecow may have ordered some
such prelimimary preparvations, while closely watching the latest developw

ments in Tran,

"A" EASTERN EUROPE. FINLAND. Locally-made Radar Warning System Planmed to Avert
Soviet Add, A récent Paliable Feport from Finland reveals that the Pinnish.
Govermment i3 planwing the inmsbtallation of a Fimnish-mamufactured radar
early warning system iw order to preelude "any further® Soviet request to
insball such a system, There will be at least éight statioms along the
western border of Finlawd fn the radar network, A Finnish-manufactured
experimental model of the radar is already under productiem, although
certain eomplicated parts =zre still being obtained from Holland, (S Air A
Helsinkl TB~85-51, 190 Apr 51). COMMENT: This report tends tc confitm
earlier intelllgeuss That the USSR had approasched Finland regarding the
installation of v ezrly warning radar system inm Fimland (0/CI Daily Digest,
7 Mar 51) awd that the Finnish Govermment had eohisequeiitly decided to
establish such e net %o avoid Saviet pressure (0/CI Daily Digest, 19 Mar 51),
Available information ecmeerning the Finnish radar indiesles that it will
have an effectlive range of 110-125 miles, The first set is expected to be
eompleted in the fall of 1951 or early 1952,

“B* HUNGARY, Archbishown Roverted Under Arrest, It has been relfiably reported -
from Budapsst that Catholie Archbishop Grosz and three of his assistants
have besn under house arrvest sinee 19 May, (S Budapest 544, 24 May 51g
S Budapest 538, 22 ¥ay 51), COMPENTs As acting head of the Bench of Bishops
since Mindszenty's impriscrmment, Archbishop Grosz has been one of the
strongest Catholic oppoments to the Coummnist regime, He has been under
Communish atbask during the past few weeks for refusing to sign the eurrent
peacs appeal, fe hus slso been charged with violating the 1950 Churche
State Agresment which stipalated that the Chureh hierarchy would suppord
the Commmnist peacs program, Acsording to resent reports other HBungarian
Bishops who had withheld their sigpaturss from the peaes appeal have
Pinally been foresd to sign. 2EXAC

0% RUMANTA, Litile Pr g of DamibewBlack Séa Cansl
25X1C
25X1C

_ reports that the project is still im its initial stages and
estimates that at the present rate of progress it cannot be sompleted in
less than 10 years, He estimates that about 4000 labowers are currently
working on the projset, excavating by hamd in what is deseribed as a hape
o5x1a hezard mammer, (S s 22 May 51), COMMENT: The Rumanian Five
Lear Plan, imitiated in 1951, ealls for operation of .the Canal by the

end of ths period, Work onm the projeet has been under way sines the spring

o

TOP SEGRET
2

Approved For Release 2001/09/04 : CIA-RDP79T01146A000200270001-1




o

Approved F elease 2001/09/04 : CIA-RDP79T011‘&0002002,_70001-1
TOP SECRET :

of 1949, Other reports have also indicated that progress on the Canal
was poor, It is probabtls that the thousands of white-collar workers
currently being dismissed from govermnment and other jobs will be
forced to work on this and similar govermment comstruction projects,

ads, I 2 25X1C

"¢® IRIESTE, Prc-Tito Party Resolution Questioned by Belgrade
25X1C has reported that a Yugoslav agent.was.recently instructed to

investigate the publication in Trieste of a loecal pro-Tito Communist
Party resolution which had not been cleared with Belgrade, The resoluw~
tion, cemtaining the local Titoist party program for the fortheoming
Trieste eleetions, supported the gradual unifieation of Zones A and B, An
extracrdinary meeting of the Trieste Pro=Tito Party eentral committee. to
discuss the rssoluiicn was said to have been scheduled for 22-23 May,
25X1A Aceording to on the sbove report, a subsequent editorial
written by Bebie, head of the Trieste Titoist party, retrsated from the
firm stand of the previously published resolution, The editerial merely
stated that the Itelo—Slav Popular Front had only a general policy, sube
Jeet to eriticism by all before adoption of a final eleectoral program,
It stressed the importance of eréating a Trieste democratic front to
oppose efforts to amnex Trieste to Italy, The IIIIEE:1s0 indi~ 25X1A
o5xqA cates that rumors are prevalent in Trieste that Babic may scen be
_ replaced, (S o COMMENTs It is improbable that
Tito will approve amy medification of his consistent stand for settle-
ment of the Trieste issue on the basis of Yugoslawials ammexation of
Zous B, Babie's overly-enthusiastic sponsorship of unificatien of the
Zones mayy thersfore, bring about his removal zs the Pro~Tito Party
head in Trieste, - : ‘

¢

"B JUGOSLAVIA., Tite Gevecument Discusses Curtailment of Refusee Expulsion
into Trissite. In a discussion with US Ambassador Allen regarding. the ..

" probiems erssted in Trisste by the Yugoslav expulsion of refugees, a
Yugoslav foreign offise official has stated that the whole Yugoslav
refugse problem was recsiving high-level attention in Belgrade, The
possibiiity of direet Tugoslav arrangements with the West German
govermment regerding German refugees was discussed, The Yugoslav
offficial implied thal if groups such as the White Russians now in
Yugosiavia eould ne longer bz expslled to Trieste, the Belgrads governe
ment would be forsed to take other action in their regard, Ambassador
Allen is of the cpinien that the Yugéslav govermment will probably approach
the Internstional Refugee Organization regarding its refugee problem,
(€ SD Belgrads 1744, 24 May 51), COMMENTs A5 of 9 April 1951 there were
bpht5 refugess in Trieste IRO camps ineluding Germans, Russisnd, Yngoe
slavs, Hungarians, Bulgarisns and Rumanians, Since a large part of
these are persons expelled from Yugoslavia, the cooperation of the Tito
Govermment, in desling direetly with its refugee problem would diminish
US and IRO refugee problems in Trisste,

4
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npn YUGOSLAVIA. Federation of” Albanian Pel\.:n.tical Emi ants Founded in Yugow
- slavia, The Belgrade Radio has ammounced the . -establiskment of a-Fedération
 of Albanian Political Emigrants in Yugoslavia. Aceording to the announcoe
ment the federation's first meeting was hel&'gon 10 May in Prizren (on the .
\ 3| ' . ';iabout 300 refugees from R
Albenia, (R FBIS, 24 May 51), _Mz This ‘announcement appears to confirm
previous reports 6f Albanian refigeé committees in Yugoslavia (QCI Daily
Digesty 5 May 51). These committees are reported to be organized under '
the direetion of the Yugoslav Commnist Party and Security Police in
order to give the Yugoslavs greater control ever the anti-Hoﬂ;a activitiea '
of the Albaman refugees. - _ v :
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SECTION 2 (EASTERN)

GREECE, National ¥lections Under Discussion., The US Fmbassy reports

that the adoplion of 2 majority system for elections is mwost unlikely

as long as there is any possibility that Commander-in-Chief Papagos

might enter politics. PFapegos has not recently displayed amy indica-
ticns that he intends to be a candidate, but the threat of this devel-
opment is sufficient to block the adoption of the majority system.

However, the move to aveld elections altogether is by no means dead,
although the baelance of probability still leans in fawwr of elections
weder the modifisd properticonal system. (S Athens L0026, 22 May 51).
COMMENT: Despite previcus cppesition to the holdimg of national elections,
Prime Mimister VYenizelos ammcuncsd on 3 Nay that because the compbgition
of partiss in the Chamber of Deputies made 1t lmpossible to produce a
strong goverbment, nationsl electicns would have to be held in the autumn.
The vagaries of Greek politics, however, are such that a last mipute re-
versal is stlll possible, Oresk political leaders may dezids ithat yet
snother cosliltion govermment, temporary smd unstable though it would be,
would still be preferstile to an oper test of strength.

2
A

SYRTA/ISRARL. Jordan Water Rights Tmpertant to Svris, Jordan, and Israel,
General Filey, Uhalman of Ghe OB 1race SUpervision Urgamzabion (1S0),
informed US Charge Clark in Demsseus that en administrative division of
the dewiliterized zons on the Syrian-lsrasli border, following the
pber 1ine,® would be an ideal methed of gattling the border dispute (see
O0I Daily Digest, 25 May 51)e Riley pointed oub, however, that this type
ef agreamont esuld only be resched if both parties concerned agresd to
emend the armistice and that since Israzel regerxds the Jordan River as its
life-liney, 1% would resist any effort to chauge the boundaries of the
Tormer Pdiestiue Mandate, Clark expresses the Imbassy’s view that the
Uwaler rights? of the Jordaw and Yarmule rivers are questions invelving
Syria and Jordan as well as Israel., Olark sdds that he was informed
by the Freneh legation (a) That the Syrisr Prime Minister is agresable to
an adpinistrative division of the denilibarized mone and {b) that such a
wLght pave the way for a permsnent
abilemendy, eliminating the minewrity issus, =inee the Syrian
& created by the plan would absorb those Palestinian
Arabs remcved frow thelr villsges by the Isrselis, (S Damascus 607,
23 May 51), COMMENT: wie wondd probably sgres to s edministra-
tive divisicn of the disputed demilitarized aren, lzreel wonld undoubtedly
the vlamn. Terasl clalms ulitimate sovereignty over the
ed area on the basis of the former Mandate boundary

ivigion of

o

shrongly oppose
”
oLl

entire demilite ;
line and the 1947 Partition Plan, even though Israel scowired parts of

the former Mamdate which the UN Paptition Plan had allottedto the Arabs,
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INDTA. Imdian Cab rinet Members Rasign. On 2k May, & usually well-informed
source told the U6 Bubassy in New Deini that om the night of 23 May Indian
Home Minister Rejagepalschari sod Lew Minister Ambedksr had submitied to
Prime Minister Nebhru their resignations frem his Cabinet., The same source
also reported that Food Ministsr Mumshi would resign a8 soon as negotia~
tlens for U5 feod ald Yo India were complebted. The issve causing the
resignations was sald to be the smondment %o article 19 of the Indian Con-
stitution, whish wus introducad in Parli amcsm* by Nehru on 12 May, This
amendment propossd & curd on the fresdom of spesch in India and modified

proevigions enabling the gmﬂefmwm m nm;,ish feudel estates. (¢ New
Dsl 2l M‘&\f “%'J Do G@M}&pﬁ“\ h ag Bajagopalachari and Ambedkar
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military policy of the Viet Minh is to return to guerrilla warfare
for an indefinite period, This policy is consistent with the low
capabilities of the rebel forces in relation to the Frenmch and
the beginning of the rainy seasom (which limits mejor operations
by either side). It is not probable that the Viet Mimh would
attempt a large-scale coordinated attack except 2s an extreme
measure designed to prepars the way for or screen the entry of
Chiness Communist troops. The Chinese Communists retain the
capability to invade but there have been no reliable indications

that they intend t@ do 380

Conditiong in Camhodis Cutlined by ge The King of Cambodia,in
Saigon while en reute to France, outlined the situation in Cambodia
for US Legation officials as follows: (a) the anti-rebel campaign
has notably improved in the past year, (b) Cambodia badly needed
trained and experienced military officers and ¢ivil administra-
tion;, (e) the people were clamoring for a constitution, and (d)

he would not appoint any members to an Assembly as was the
practice in Vietnam; members would all be elected. (S Saigon

2071, 25 May 1951).

Cambodian King May Want to Vieit §o The Cambodian Foreign
Minister asked & State Department official visiting the country

whether a visit from the King would be well received in the US
Tat this time." The official replied the King would always be
welcoms but a royal wisit should be arranged for in advance;
approximately a year's pricr notice was mentioned as necsssary
for expsching proper arrangements. (S Smigon 2072, 25 May 1951).
COMMENTs Thers has been some mention that Bao Dai also wishes
%o visit the US.

CHIFA., Agreament between Tibetan Delegatio 3 i
Expected Secpe The UK High Commissioner in New Delhi9 qu@%ing
Indisn Foreign 0ffice sources, reports that an agreement between
the Tibetan delegetion and the Peiping regime is expested in the
"next few days.” These sources anticipate that Peiping will
assume responsibility for Tibet'!s defense and foreign relatioms.
Sources state that Indisa had advised the Tibetan delegstion that
Tibet "would not be justified in-resisting such terms,” but had
also encouraged the delegates to sesk an agreement that Chinese
Communist troops would not be stationed in southern Tikelt in
the absenes of a "ihreat from Nepal or India.® (S Londom 6144,
25 May 1951). COMMENT: The head of the Tibetan dslegation to
Peiping=-which arrived in Peiping in late April--publicly stated
that it was his purpose "to negotiate & successful liberation®
of Tibet, While India has hoped for a semi-autonoémous Tibet
under Chinese suzerainty, Tibet's status is not expected teo
differ essentially from that of any other 'liberated’ area
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populated by an ethnic minority; the Communists will exercise
effective control. Peiping's propaganda has already perceived
a "threat” from ferrifory bordering Tibet, and Chinese Communist
troops will doubtless appear in the area.

Soviet troovs in Sinkisng, reports 25X1C
that, as of March 1951, approximately 41,000 Soviet troops were
depleyed throughout Sinkiang Province, about 4000 of whom wers
billeted in Tihuws (the capital)s ( S
B - COMMENT: The above is the most recent information
on Soviel forses in Sinkiang. As of late 1950, N 25X1C
alleged thal up %o 300,000 Soviet troops were depleyed in the
Proviges, while estimated, on the basis
of hearsay, bhsi perhaps 30-40,000 were present. Although the
pressnce of Joviel forces inm Sihklang is still uneconfirzed, it
is probable that some thousands of Soviet troops ave atitached
%0 various Soviet advisory-technical missions (including military)
in the Pr @'\‘Tﬁj&&x&l@n'

25X1A

KECREA. ROK Lezislative Lesder Supports Japsnese Rearmament o
According %o a press account from Tokys, Shin Tkhi, spesker of
the ROK Fational Assembly, racently stated that sorea should
abandop ite reperation cleims against Japan and support Japaness
reerpamatibe  Shiln, recently returned from conferences with the
Chinese Nati 1o further suggests that Japan, Korsa, and

fa mg ghould Joim forces in Asia to fight ths

Bationsl

COmBOn ( R FBIS Ticker (PANA), 26 May 51), COMMENT:
Shinls s in rsference to Japanese rearmament ars s
glgnsl s from the general run of Korean coumentary on

o Wolle some alleviation of anti-Japaness feeling
& in Kores, the majority of Korean lesders still

Sl

ragt the cconcept of a resurgent Japan.

JAPEN . Ternment Comsidering A Seeurity Ministry. JIJI SHIMPO
reporte that, although Premler Yoshide iz now tryinge to Usofd

o EA ")
pedal® the guestion of resrmament,both because Japan has not yet

2

recoverad 1ty sconomis power and for fear of arcusing misunder-
standlag on the rart of the Allied Natioms pricr te the psace
treaty, "compstent authorities” have started an examinaztion

of Japan's resrmament problem, Consideration is now being given

te & proposed "Security ¥ind stey" into which would be incorporated
the pressat National Policy Reserve, the National Rural Poliéwe,
loozl police for and the Maritime Safety Board, AL soms

fuburs date, depending upon Iinternational developments, the

Security Miniztry could be trensformed inte a Defenss Ministry. JIJI
also adds that efter the treaty is ratified, a preparatory committes
fer Japan’s resrmament will be sstablished. (R FBIS, 20 May 1951),
COMMENT: JIJI SHIMPO is usually regarded as a sgemi-official Govern-
ment mouthpisce and {ts ariticle may be looked upon as & trial
ballcon., This appears to be the first time that a reputabls Japanese
paper has opsnly admitted the possibility of previously rumor!d
Security Minletry ¥nrping into a Deferse Ministry.
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SECTION 3 (WESTERN)

"B" FRANCE, French Fear Interests in Syria Would be Jjecpardized ¥f
’ Proposed AId, The Counseior ol the ¥rench Legation in Damascus has
stated that he could foresee no difficulties regarding arms aid to Syria
but wondered how economic aid could be extended without jeopardizing’
the positiom of the French Banque de Syrié and other French interests.
(8 Damascus 663, 2 May 51) COMMENT: %?E he' State Department has proposed
that a grant of $25 million be matched by similar amounts from the UK .
and France to extend military, economic, and social aid to the Arab States.
Because the aligrment of Middle Eastern sympathies with the West. supersedes
- the particular interest of any one nation in that area, the‘French will
probably subordinate their interests to the larger issue reluctanitly and
igo along with the proposed plan, 25X1C

AUSTRIA. KPOe Reported to Establish 0w Police Force. | GN
the local crganizations of the Austrian
Communist Party (KPOe) have been directed to establish a party police

#to maintain order and protect party meetings against opposition elements
in the event of disturbances.” Local branches in Upper Austria (US zone)
‘have also been told to create Roll-Kommandos (raiding parties), which
will comprise about 10% of the branch memberships., The Central Committee,
furthermore, has ordered KPOe branches throughout the Western zones to
take precautions against confiscations of property by liquidating all

- their bank accounts and transferring funds to the Viemna account, and to
sell all property (including furniture, typewriters, and automobiles) or
transfer title to private persomns, who would then- lend the item

25X1A  party, (S,

COMMENT is typie or.central European extremist political parties
to maintain party police, If Austrian Communists are organizing one
now, they probably hope to attract, and indoctrinate, ex-Nazis who take
pleasure in belonging to strong-arm squads, and who are more numerous
in Upper Austria than elsewhere,

fion
- 25X1C

"B¥ _SPAIN. Government Threatens to Banish Striking Basque Workers, The =
work stoppage abt Bibar and Six nearby Lowns in the province of Guipuzcoa
ended today, No viclence has been reported, but the Civil Governor,

- who ordered the arrest of a mumber of Basque Nationalists s has threatened
- to banish striking workers from the region, According to the US Consulate
in Bilbao, prevince of Vigeaya, the bullring quarters in this city have
been readied to serve as a prison in case of further trouble, (C Bilbao
57, 25 May 51) COMMENT: The strike at Eibar, an arms production center,
Is believed to have been plamned to coincide with the 22 May Madrid
transportation boycott. The incident points up the rebellious spirit
which exists among workers in the Basque province of Guipuzecoa, The Civil
Governor's inept handling of the strikes transformed what began as well-
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dlsclplmed and non=viclent protesbs against the high cost of living
into open hostility between the people and the authorities., (See OCI
Daily Digest, 7.May 51),

SWEDEN., Inflationary Pressures Increase. With the relaxation in
Fovember I950 of the two-year wage Ireeze and the cessation in last
December of certain import subsidies which had cushioned-the impact of
price increases abroad, Sweden has experienced since January a general
price increase of 15%, An additional 10-15% rise is possible during

the next few morths. However, the Social Democratic Govermment, with

its program of full employment and sociadl welfare, is reluctant to
institute comprehensive control measures until the outcome: of the foreigm
inflationary spiral’ becomes more apparent; and believes that its program
of budgetary surpluses and taxation to absorb excess purchasing power

is still adequate. The govermnment vigorously opposes an increase in

interest rates because this would adversely affect the housing programo
The non-Copmunist opposition parties charge that the government is under-
estimating the situation but offer no alternative program, Although

‘political tempers have sharpened and some government taxation measures

have recently passed the Riksdag by extremely narrow votes, the stability
of the govermment is not Seriously endangered for the govermment would
probably choose not to regam a defeat on such an issue as a no-confidence
vote. A run-gway inflation is extremely inlikely because the. Swedish

. econamy is basically well-balanced and strong, Should the economic

situation become rsally threatening, all non-communist political parties,
together with such large economic organizations as the Confederation

of Labor, the Employers' Asseciation and the various large farmer
organizatiorns, would cooperate with the govermment in drafting and
instituting more comprehensive anti-inflationary measures,

UNITED KINGDOM. Anglo-Iranian Oil Compafiy Continuing to Demand
Arbitraticn, Ihe Angleo-Iranian Oil Company has asked the International

fourt of Justice to appoint an arbitrator to help settle ite dispute

with Iran ovér oil nationalization. (U AP Ticker, 26 May 51) COMMENT:
The Anglo-Iranism 03l Company and the British Govermment have insisted
that Iran camnot unilaterally cancel the company’s concession sgreement
which would not expire until 1993, but the Iranian Government om 20 May
turned down thé company's 8 May request for arbitration on the ground
that arbitration would be repugnant to Iran's sovereign right to
nationalize industries within its borders. .Under these conditions
there can be no“arbitration and this latest Company action is probsbly
a technical move designed to make clear its legal position before
agreeing to enter into any discussions which start from the premise
that the principle of nationalization is now accepted by the British,
This latest British move may somewhat improve their position in inter-
national public cpinion but will contribute little directly to reaching
a settlement with thg Iranians,
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"C® + MOROCCO. Sultan Allegedly Seeks to Transfer- His ‘Personal Wealth to
The U8, Ths Sultan of Horocco reporbedly is megobiabing for the
surreptitious transfer of all his personal holdings from Morocce’ t@
the US, French permission for this transfer carries the condition. |
that the Sultan agree to support General Juin and to oppose Moroccan
independence, which the Sultan refuses to do. (S US 0fficials Only

25X1A COMMENT: This is the first report
that the Sultan is seeking to transTer his personal wealth, Because
the tense atmosphere in Morocco has not been completely dissipated,
the Sultan may be attempting to make substantidl.foreign investments
in the event he should be forced to flee—in all llkelj..hood he already
has substantial wealth outside his country,
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